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This was Petro-Canada’s first year. It 
began with a few individuals creating 
a corporate structure, formulating 
corporate policies and recruiting 
appropriate staff. While Petro- 
Canada was created on July 30, 1975 
when an enabling Act passed by 
Parliament received Royal Assent, it 
was only in January 1976 that the 
Corporation's actual operations 
began. It is now an established and 
important element in the Canadian 
energy field. 


Petro-Canada’s mandate, as defined 
in the Act, applies generally to the 
energy field and makes Petro-Canada 
a key element in the evolution and 
implementation of national energy 


policy. 


After setting up Corporate 
headquarters in Calgary, Petro- 
Canada established its presence in 
the oil and gas industry by recruiting 
a strong team of professionals. This 
management team came to Petro- 
Canada from all parts of the oil and 
gas industry. It was faced with the 
enormous challenge of creating in the 
first year a diversified operating 
company with a significant asset 
base. 


initially, Maurice Strong served as 
Chairman and President and one of 
his principal tasks during this period 
was the recruitment of a President for 
the Corporation. In July, Wilbert H. 
Hopper, then Senior Vice-President, 
was named President and Chief 
Executive Officer. 


The Board of Directors is composed 
of men with backgrounds in the oil 
industry, other parts of the private 
sector, and government. This Board 
provides a valuable combination of 
knowledge and expertise. 


The Corporation was immediately 
faced with the responsibilities arising 
from the Government of Canada’s 
transfer to Petro-Canada of its 
interests in Panarctic Oils Ltd., 
Syncrude Canada Ltd. and the Polar 
Gas Project. This meant Petro-Canada 
became involved in northern 
exploration, oil sands development 
and the examination of possible 
northern gas transmission systems. 


In this same period, Petro-Canada 
purchased Atlantic Richfield Canada 
Ltd., a production and exploration 
company, and began one of the 
major exploration programs in the 
country. 


All of these activities are carried out 
in keeping with the private sector's 
operating discipline. While Petro- 
Canada selects its activities 
according to the objectives 
established for the Corporation, its 
operations and those of its 
subsidiaries must be both an efficient 
and profitable use of public 
resources. 


It is also Corporate policy to apply a 
strict social and environmental 
attitude to its activities. This is 
reflected in the creation of a group 
within the Corporation charged with 
this responsibility and the 
incorporation of these considerations 
into the decision-making process so 
as to assure that they are based on an 
acceptable balance of economic, 
social and environmental factors. 


During its first year Petro-Canada has 
concentrated its efforts on 
establishing its position within 
Canada. But the energy business is 
international and Canada must rely 
increasingly, during at least the next 
few years, on supplies of foreign oil. 
Thus Petro-Canada cannot fulfill its 
mandate without regard for the 
international context in which it must 
be pursued. In its first year of 
operations, Petro-Canada has already 
initiated-some international 


involvement. This has consisted 
mainly in developing relationships 
with other national energy 
companies whose tasks are similar, or 
complementary, to Petro-Canada’s or 
where cooperation offers the 
opportunity for the Corporation to 
advance its goals and mandate. 


In all of these actions Petro-Canada’s 
aim has been to complement and 
strengthen the Canadian energy 
sector, not to replace any part of it. 
Petro-Canada works in an industry 


which is predominantly private and 
foreign-controlled. It both cooperates 
and competes with the private 
companies. Its unique role is to 
stimulate and encourage activity in 
the national interest and to 
strengthen the Canadian presence in 
the strategic energy sector. 


Finally, it should be emphasized that 
while Petro-Canada is now 
concentrating on the exploration and 
development of petroleum resources, 
particularly in the frontier areas of 
Canada, the Corporation's efforts 
must be carried forward with the 
recognition that oil and gas cannot 
be the exclusive focus of future 
energy developments. An important 
goal for Canada is the development 
of additional energy sources. With 
this in mind, Petro-Canada will make 
efforts to contribute to the 
development of other sources of 
energy, including renewable energy 
— efforts which will expand in 
importance over the coming years. 
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The first year of operations of Petro- 
Canada was one of planning and 
growth, developing the mandate 
given to it by Parliament, setting 
priorities and taking the first steps 
towards achieving those priorities. 


Petro-Canada was created as part of 
Canada’s response to the issues 
which came into sharp focus during 
the world energy crisis of the mid 
70's. The OPEC price increases and 
supply interruptions, the unsettling 
downward revision of Canadian 
supply estimates and consequent 
increased reliance on imported oil, 
the large investment requirements for 
frontier exploration and oil sands 
projects, the growing importance of 
oil as a political and strategic 
commodity of national governments 
and the growth of national ail 
companies throughout the world — 
all contributed to the need fora 
fundamental reassessment of 
Canadian energy strategy. In concert 
with these factors and to an extent as 
a result of them, there were increased 
calls within Canada for a greater 
Canadian presence in the petroleum 
industry. 


One of the Government of Canada’s 
responses was the creation of Petro- 
Canada. 


Petro-Canada’s mandate emphasizes 


certain goals: 


to increase the supply of energy 
available to Canadians: 


— by means of direct exploration 
for conventional oil and gas, 
especially in frontier areas; 


— by investment in the 
development of the Alberta oil 
sands; 


— by ventures seeking to make 
possible the economic 
exploration, development and 
transportation of remote or 
otherwise difficult to reach 
resources; 


— by projects aimed at 
developing the technology to 
utilize economically other 
sources of hydrocarbons, such 
as the in-situ recovery of heavy 
oils; 


— by research and development 
programs on alternative sources 
of energy; 


— by developing opportunities for 
increased security in foreign 
supplies where such sources are 
either necessary or attractive to 
Canada. 


to assist the Government in the 
formulation of its national energy 
policy 


— by accelerating the evaluation 
of Canada’s supply potential 
from conventional or new 
SOUICES; 


— by providing a better 
understanding of the costs 
associated with various 
domestic resources and their 
comparison with available 
alternatives, to ensure 
competitively priced energy 
supplies to Canadian industry 
and consumers; 


— by providing Government, as a 
direct investor in the risky 
ventures of this critical sector, 
with insights which will assist 
in policy development: 


to increase the Canadian 
presence in the petroleum 
industry. 


In defining its strategy and pursuing 
the objectives established, Petro- 
Canada applies certain operating 
criteria. 


One of the most important is the 
concept that increased supply and 
the advancement of technical 
capacities can only be accomplished 
if Petro-Canada can supplement 
activities in which other companies 
are involved or advance the timing of 
these activities. Acting as a catalyst, 
Petro-Canada has offered to take a 
share of risks and responsibilities in 
joint ventures with private industry, 
particularly in the high-risk activities 
of frontier exploration and 
technology development. Petro- 
Canada is also prepared to invest in 
activities which may build on, or 
anticipate, future major needs or 
programs of the energy sector. 


In making investments, Petro-Canada 
seeks the best business and financial 
terms. In investing public funds 
Petro-Canada cannot ignore 
commercial standards of investment 
and returns. If Petro-Canada is to 
serve the national interest, it must act 
commercially in minimizing the costs 
of operation and maximizing the 
returns on its investments to its 
shareholders, the Canadian public. 
To invest in activities which are not 
profitable commercially is a 
legitimate public function in pursuit 
of social goals, but such activities 
should be undertaken with a clear 
identification of the costs and 
benefits involved. Such reasoning 
should not be an excuse for the 
inefficient commitment of resources. 


Key objectives of Petro-Canada’s 
relationship with the Government of 
Canada are to ensure that the 
Corporation's experience of actual 
involvement in energy projects 
reaches Government and to select 
projects which reflect the 
Government's policy goals. The 
Government, as the shareholder of 
the Corporation on behalf of all 
Canadians, must be fully informed of 
Petro-Canada’s activities. In addition, 
the Corporation must be well aware 
of the Government's energy priorities 
so as to exercise its mandate 
effectively. In this relationship, 
however, the Government does not 
make available to Petro-Canada 
confidential commercial information 
and does not expect Petro-Canada to 
provide information which would 
violate its commercial undertakings. 


The major priority has been to 
become established in conventional 
exploration activities, especially in 
frontier areas, where costs are high, 
risks are substantial and development 
timing is long, but where the 
potential is significant and the need 
to determine the presence and costs 
of any resource is crucial to the 
public interest. In 1976, the focus of 
the exploration program was in the 
frontier regions where additional or 
renewed investment support was 
required. Petro-Canada moved 
quickly to revive interest and activity 
in the Scotian Shelf and to increase 
activity in the offshore 
Newfoundland and Labrador area, in 
the high Arctic and in several areas of 
the Northwest Territories and the 
Yukon. 


The second major priority of Petro- 
Canada was to take responsibility for 
various investments by the 
Government of Canada in the energy 
industry. Petro-Canada entered the 
Polar Gas Project following up a 
Government commitment. The 
Government of Canada's 15% 

share of Syncrude Canada Ltd. was 
acquired by Petro-Canada which also 
acquired the Government's 
investment in Panarctic Oils Ltd. The 
transfer of these holdings is an 
indication of Petro-Canada’s role as 
the effective instrument to operate 
these Government interests in the 
energy sector. These activities 
contribute to expanding Canada’s 
knowledge of its frontier resources, 
to furthering the economic 
development of conventional energy 
sources, to developing the technical 
expertise for increasing hydrocarbon 
supplies and to advancing the 
delivery of frontier and non- 
conventional sources of energy to 
market. 


A further early priority was to gain an 
operating capability and develop a 
cash flow from existing Canadian 
production to support a substantial 
exploration commitment. In August, 
Petro-Canada purchased 100% 
of the outstanding shares of Atlantic 
Richfield Canada Ltd. for $342.4 
million. Renamed Petro-Canada 
Exploration Inc., the company owns 
producing oil and gas properties, 10.6 
million net acres of undeveloped oil 
and gas properties in Alberta, British 
Columbia, the Northwest Territories, 
the Arctic Islands and Hudson's Bay 
and a one-third interest in 1.2 million 
acres of oil sands leases. This 
acquisition brought the combined 
Petro-Canada staff to 400 people 
“including some 300 in Petro-Canada 
Exploration Inc. 


Petro-Canada initiated several 
activities in 1976 which should 
assume greater importance in 1977 
and beyond. The development and 
production of high Arctic reserves, 
particularly in the offshore areas, will 
require proven operational viability 
and actual operating experience in 
this hostile environment. Petro- 
Canada has begun a venture for this 
purpose in cooperation with others. 


Heavy oil reserves in Western 
Canada offer the potential of making 
a significant contribution to Canadian 
oil supply. Technical advances in 
both extraction and processing 
would increase the supplies available 
and improve the commercial viability 
of production. Large scale processing 
facilities would assist the 
development of the numerous 
smaller holdings of heavy oils. Petro- 
Canada has joined interested industry 


participants and Provincial 
governments in actively examining 
the potential for further activity. 


Other ventures involving 
development of the technology 
needed to improve the capacity, the 
environmental safety and the 
economics of exploration, 
development, and transportation of 
oil and gas in Canada have also been 
under review in 1976 and continue to 
be a focus of activity. 


Petro-Canada is subject to all the 
rules of any other business 
corporation in the industries in which 
it operates. It is subject to taxes, 
royalties and abides by all the 
applicable rules and regulations. In 
this way, as a business entity it makes 
its proper contribution to public 
revenues and activities. 


Exploration and Land Review 


N 


Many of the joint venture agreements 


in which Petro-Canada has 
participated involve multi-year 
exploration programs. The summary 
table of Petro-Canada’s land 
ownership reflects the difference 
between the maximum acreage 
earnable by Petro-Canada and the 
acreage actually earned by 1976 
exploration. The total land inventory 
of over 88 million gross acres 
includes the 23.6 million gross acres 
acquired in the Atlantic Richfield 
Canada Ltd. purchase. If all earning 
options were exercised, Petro- 
Canada’s net acreage position would 
be 19.5 million acres. Petro-Canada’s 
frontier exploration operations were 
conducted in three main areas, the 
Scotian Shelf, the Labrador- 
Newfoundland Offshore and the 
Arctic Islands. 


Scotian Shelf 


On the Scotian Shelf, the results of 
industry exploration had generally 
narrowed the remaining exploration 
prospects to the Sable Basin. Industry 
exploration efforts were virtually 
halted. While the prospects on the 
Scotian Shelf do not appear 
significant on a world-scale basis, 
they appear to be sufficiently large to 
provide an important local supply for 
the Maritimes, to reduce the 
dependence on imported oil and to 
be a potentially important revenue 
source for Petro-Canada. 


Scotian Shelf 


@ Dry 


Accordingly, Petro-Canada moved to 
earn an interest in acreage (farm-in) 
on the Scotian Shelf, primarily in the 
Sable Basin area, and to conduct an 
exploration program to determine the 
availability and viability of producing 
oil and gas from this area. 


gS Indicated Gas 
@ Indicated Oil 


In addition, delineation drilling will 
be carried out to determine the 
magnitude of previous discoveries. 
Production may become possible 
especially as smaller reserves become 
more attractive economically in the 
light of increased energy costs. This 
exploration involving both seismic 
and drilling activities was undertaken 
following agreements with both Shell 
and Mobil. 


The earning commitments for a 50% 
interest in the Shell 4.1 million permit 
acres involved the drilling of four 
exploratory wells at a gross cost of 
approximately $16 million and 
Sulpetro of Canada Ltd. joined Petro- 
Canada for 10% of this program. At 
year-end, Petro-Canada/Shell- 
Moheida P-15, some 120 miles 
southwest of Sable Island, was still 
drilling. The three other wells, 
Shell/Petro-Canada Mic-Mac D-89, 
Petro-Canada/Shell Wenonah J-75, 
and Petro-Canada/Shell Penobscot 
L-30 were abandoned. 


Although abandoned, the Petro- 
Canada/Shell Penobscot L-30 did find 
oil and gas in several thin sands 
between 8,500 feet and 10,000 feet. 
New seismic data confirms the 
possibility that these sands may be 
encountered at a higher elevation 
two miles to the west of this well, 
and a follow-up well is scheduled to 
explore this possibility in 1977. 


Two other prospects were drilled: 
Shell et al N. Sydney G-24 and Petro- 
Canada Mobil Hesper I-52, both were 
unsuccessful. The single offshore well 
near Sydney, N.S., was drilled jointly 
with Shell and the Murphy group 
which includes Murphy, Husky, CNG 
Development, Francana, LL&E, and 
SOQUIP, the Quebec Government 
petroleum corporation. 


At year-end, an agreement with 
Mobil was concluded; it will involve 
a five-well commitment and seven 
ongoing options which could result 
ina minimum of $24 million anda 
maximum of $48 million in drilling 


expenditures over the next two to 
three years. This expenditure will 
earn Petro-Canada a 40% working 
interest in approximately one million 
acres, again in the vicinity of Sable 
Island. This drilling program will 
include at least two delineation 
wells, one at the Cohasset oil 
discovery and one at the Thebaud 
gas discovery. If successful, 
additional delineation drilling could 
result in the confirmation of these 
discoveries as commercial oil and gas 
fields. All of the locations on the 
Mobil land are close to Sable Island in 
waters too shallow for the large 
floating semi-submersibles used in 
the Atlantic. A jack-up rig will be 
brought from the Gulf Coast for these 
operations. The oil and gas discovery 
made earlier by Mobil at the west tip 
of Sable Island is not included in this 
project. 


Newfoundland -— 
Labrador Offshore 


Off the Labrador Coast, the initial 
drilling results have been more 
encouraging than elsewhere on the 
East Coast, with gas discoveries 
indicated at Bjarni, Gudrid and Snorri. 
The harsh physical environment of 
that area has resulted in extremely 
high drilling costs. 


In the course of 1976, Petro-Canada 
committed to participation in three 
separate programs, one of which 
involved only seismic surveys. 


Petro-Canada’s initial exploration 
farm-in on the Labrador Coast was 
with British Petroleum where a 
commitment was made to spend $13 
million to earn a 15% interest in 12.6 
million acres. The primary objective 
for this program was to complete the 
drilling of the Indian Harbour well 
which had been started by the British 
Petroleum led group, including Gulf, 
Columbia, and Chevron, who had 
drilled this location to a depth of 
7,800 feet during 1975. The well was 
deepened to 12,986 feet and 
encountered a section somewhat 
similar to the nearby Gudrid well, but 
found the Gudrid Carbonate reservoir 
was not porous at this location. Total 
cost of this exploratory well was 
$14.6 million of which Petro- 
Canada’s share was approximately 
$5.6 million. 


As part of a $20 million seismic and 
drilling program, seismic surveys 
were conducted on the 5.6 million 
acre Texaco-Shell Gander block. As a 
partner in this venture, Petro-Canada 
will pay 20% of the cost of the 
program to earn a 10% interest in the 
entire block. Drilling, which is 
scheduled to commence in 1978, will 
evaluate large structures present in 
the deeper waters of Canada. This 
will be the first drilling in water 
depths of 4,000 to 6,000 feet. 


Newfoundland /Labrador Offshore To the north, off the mouth of 


Hudson Strait, Petro-Canada joined a 
third group of companies in a seismic 
survey where Petro-Canada will pay 
20% of the cost. Should the results of 
the survey warrant drilling, a 
commitment must be made in 1977. 
Petro-Canada would earn a 10% 
interest in the 3.6 million acre block. 


Arctic Islands 


While most of the discoveries made 
in the Arctic Islands have been 
onshore, the structures extend 
offshore and numerous geologically 
similar features are present in the 
offshore areas between the islands. 


Petro-Canada’s involvement in the 
Arctic Islands has three facets; first, as 
a shareholder in Panarctic Oils Ltd., 
then as a landholder in its own right 
and, finally, as an 18% working 
interest partner in a four-company 
exploration group. Petro-Canada 
opened negotiations to launch a 
major drilling program. A farm-in 
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agreement was successfully 
negotiated by a four-company group 
(Petro-Canada 18%, Panarctic 22%, 
Gulf 25% and Imperial Oil 35%) with 
Sun Oil Company Limited and Global 
Arctic Islands Limited who controlled 
the majority of the offshore Sverdrup 
Basin acreage. An $80 million 
exploration program will be 
conducted over a four to six year 
period to enable the group to earn 
60% of the Sun and Global Arctic 
interests in 33 million gross acres. 
The agreement is retroactive to 
January 1, 1976, and includes the Sun 
and Global Arctic interest in the 
Jackson Bay gas field discovered in 
1976 and some proven gas reserves 
in both the Hecla and Drake Point gas 
fields. 


Other 


In the Northwest Territories, Petro- 
Canada has joined Gulf and Mobil in 
a farm-in commitment well which 
will be drilled in Sadene Lake in 1977. 
This well will earn Petro-Canada a 
25% interest ina1.5 million acre 
block of land. The Corporation has 
plans to participate in two additional 
wildcats in the Northern Mainland. 


In British Columbia and Alberta, 
Petro-Canada’s operations were 
largely confined to step-out drilling in 
known shallow gas fields. The 
indicated 1976 gas discovery at Bison 
was the subject of an extensive 
drilling program which commenced 
in late 1976 and continued into 
vag 
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fudsonfaye | 060™™COCU TB CC“‘i 
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Total 23.6 10.6 


Maximum 


Gross Net Net Earnable 
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nee NWT. es 34.5 ee 23 * 
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“Total Acreage _ 88.0 10.8 8.7 


This Acreage table does not include approximately 47.1 million acres of Panarctic Oils Ltd. i 


which Petro-Canada has approximately 45 per cent interest. 
“Atlantic Richfield Canada Ltd. 


Operations 


Through Petro-Canada Exploration 
Inc., the Corporation operated 
approximately 1,000 oil and gas 
wells, five gas plants, twelve gas 
treating and compressor stations and 
fifteen consolidated oil handling 


facilities. The Corporation held 
varying interests in numerous other 
oil and gas projects or units operated 
by other companies. During the year, 
Petro-Canada continued to devote 
attention to increasing reserves 
through development activity. For 
the five month period, August 
through December 1976, following 
the acquisition of Atlantic Richfield 
Canada Ltd. the Corporation 
participated directly in 45 appraisal 
and development wells which 
resulted in 7 oil wells and 34 gas 
wells. 
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(Gross Working Interest) 


EXPLORATORY 
Oil | 0) 
. Gas 2 
Dry . 6 
ae Sub-Total 8 
APPRAISAL/DELINEATION 
Oil 0 
_ Gas 1 
Dry a 1 
_— Sub-Total 2 
DEVELOPMENT 
Oil 7 
Gas 33 
Dry , 3 
Sub-Total — 43 
TOTAL a 53 


*Includes Petro-Canada Exploration Inc. from 
August through December 1976 and excludes 
Panarctic Oils Ltd. 


Production 


Natural Gas 


Net gas sales after royalty averaged 
58.4 million cubic feet per day for the 
five month period ending December 
31, 1976. This corresponds to gross 
gas production (before royalty) of 
87.8 million cubic feet per day. By 
year-end, gross production had 
exceeded a level of 100 million cubic 
feet per day. Major fields 
contributing to the Corporation's gas 
sales were the Alderson-Medicine 
Hat shallow gas operations, Gold 
Creek, Westlock, and fields in 
Northern British Columbia. The 
average price for natural gas sales 
during the five month period was 89 
cents per thousand cubic feet. 


Shallow drilling for Bluesky and Milk 
River formation gas continued to 
highlight gas reserve development. 
Planning and development of a 30 
million cubic feet per day gas plant to 
be operated by the Corporation in 
the Connorsville area of southeastern 
Alberta was initiated. Work also 
continued on the development of 
other major gas projects in central 
and northern Alberta at Sedgewick, 
Strachan, and Paddle Prairie. 
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During the period August through 
December 1976, the Corporation’s 
Keg River production, (6.0 million 
cubic feet per day gross) was 
restricted significantly by failure of 
the purchaser's transmission system. 
Westlock production was curtailed 
through price arbitration proceedings 
with the purchaser. Sales of natural 
gas were reduced because of the 
effects of oil prorationing. These 
reductions, along with some 
constraints imposed by gas 
purchasers, reduced Corporation 
production to an average of about 
85% of capacity during the period. 


Oil and Natural Gas 
Liquids 


During the period August through 
December 1976 the Corporation 
produced 27,760 barrels per day of 
oil and natural gas liquids (17,000 
barrels per day net after royalty 
deductions). Production for 1976 was 
23% lower than 1975. This was 
caused mainly by reduced 
production quotas resulting from 
restrictions of exports to the United 
States. These restrictions resulted in 
30% of the Corporation's 

capacity being shut-in. The average 
price during the period for these 
products was $8.82 per barrel. Major 
fields contributing to the 
Corporation’s oil production were 
Swan Hills, Bellshill Lake and Nipisi. 


During the five month period ending 
December 31, 1976 the 
Corporation's producing properties 
generated approximately $26 million 
net revenue after royalties and 
operating expenses. 


Oil Sands 
In-situ Research 


Petro-Canada Exploration Inc. has 
actively continued as the operator of 
a joint Petro-Canada, Canada-Cities 
Services, Imperial Oil project, which 
is engaged in a shared cost program 
for the development of in-situ 
methods of extraction from 34 leases 
in the Alberta Oil Sands. This group 
pooled its 1.2 million acres of deeper, 
non-mineable holdings 19 years ago 
and has made considerable progress 
in conducting research into recovery 
methods and in drilling to evaluate 
these large holdings. This has resulted 
in fairly reliable estimates of 160 
billion barrels of bitumen in place, 
shared equally by the three 
companies. 


The group's recent research has 
concentrated on an innovative 
concept involving electrical 
preheating of the formation followed 
by steam drive. Petro-Canada holds 
the basic patents on this electric 
preheat process in Canada, the 
United States and other countries. A 
Canadian company has been retained 
to produce a design and cost 
estimate for a pilot plant to utilize 
this method. Discussions are in 
progress with several other 
companies that have expressed 
interest in joining the project. 
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Areas of Significant Production 


Oil, Condensate and Natural Gas Liquid 


Production — August through 


December 31, 1976 
(Barrels Per Day) 


Gross 
Before Royalty 


Gas Production — August through 


December 31, 1976 


(Thousands of Cubic Feet Per Day) 


Gross 
Before Royalty 


ALBERTA ALBERTA 
Swan Hills Selo> Medicine Hat 25,500 
Bellshill Lake 4,190 Gold Creek 1OMS5 
Nipisi 3,105 Alderson 7,640 
Carson Creek 1750 Westlock 6,880 
Redwater 1,610 Swan Hills 3,980 
Utikuma 1,300 Kaybob 37175 
Pembina FOdO Carson Creek 3,105 
House Mountain 955 Edson 2,165 
Virginia Hills 725 Gilby 935 
Gilby 600 Pembina 950 
Snipe Lake 600 Nipisi 630 
Kaybob 485 Other 11,840 
Judy Creek 480 
Ante Creek 400 
Other 3,360 
Sub-Total DS V5 Sub-Total 76,935 
BRITISH COLUMBIA BRITISH COLUMBIA 
Boundary Lake 950 Beavertail 3,390 
Other VOWS Beg 2,190 
Rigel 3,235 
Other 2,050 

Sub-Total 27025 Sub-Total 10,865 
TOTAL GROSS TOTAL GROSS 
PRODUCTION PRODUCTION 

(Before Royalty) 27,760 (Before Royalty) 87,800 
TOTAL NET TOTAL NET 
PRODUCTION PRODUCTION 

(After Royalty) 17,000 (After Royalty) 58,365 


14 


Alberta and N.E. British Columbia 


Re, 


ALBERTA 


ATHABASCA 


SNIPE LK. Ss 
yo MIN. 


VIRGINIA 


/ SWAN HILLS 
HILLS & 


SUD CR 
&— WESTLOCK 
2 — REDWATER 


KAYBOB~ 
<2 CARSON ER 


PEM RIN’ EDMONTON 


AST STRACHAN—@ i 
RED DEER 


| 
CALGARY | 
_ ALDERSON ‘y 


LETHBRIDGE 
= 


GD Cas tield 0 40 80 120 

MILES 
GD il Field 
oe Syncrude Blocks 


PCI Project 


Syncrude 


In 1974, after withdrawal of one of 
the four original partners, the 
Government of Canada was urged by 
the continuing partners in Syncrude 
to invest in the project to permit it to 
continue to completion. After 
consideration of the financial costs of 
the project, the economic feasibility 
and the potential benefit to Canadian 
energy supply, a positive decision to 
participate was reached since the 
project was essential if there is to be 
development of the oil sands reserve 
potential in a time frame which 
would help to reduce the domestic 
production shortfall forecast for the 
1980's. 


Petro-Canada acquired a 15% share 
in the Syncrude Project, a joint 
venture in the Alberta Oil Sands in 
association with Imperial Oil, 
Canada-Cities Service, Gulf, the 
Alberta Government and the Ontario 
Energy Corporation. 


Construction started in 1973 and was 
approximately 60% completed at 


year-end 1976. Petro-Canada’s 
contribution to the Project was $170 
million with a total contribution 
expected to reach approximately 
$315 million of the expected total 
cost of $2.1 billion. 


{ 


Panarctic Oils Ltd. 


Panarctic Bent Horn F-72A on Cameron Island. 


PolarGas 15 


Photo courtesy Panarctic Oils Ltd. 


At December 31, 1976, Petro-Canada 
held 45% of the shares of Panarctic 
Oils Ltd. having acquired that interest 
from the Government of Canada for 
$80 million — the cost of the 
Government's total investment and 
obligations at the time of the transfer. 


Panarctic has been actively exploring 
in the Arctic Islands as a jointly- 
owned Government/Industry 
company since 1969. It was formed 
by anumber of Canadian companies 
who believed that there was great 


potential for the discovery of large 
gas reserves in the Arctic Islands. The 
Government was urged to support 
these companies and took an interest 


-in Panarctic. To date Panarctic has 


announced the discovery of some 16 
trillion cubic feet of gas in six major 
fields. In 1976, Panarctic completed 
nine wells with two others drilling at 
year-end. 


The Polar Gas Project, begun in late 
1972 as a research consortium, was 
formed with the aim of investigating 
the feasibility of transporting gas 
from the Arctic Islands to southern 
markets. 


In January 1976, Petro-Canada 
fulfilled a commitment made by the 
Government to add financial support 
to the project to ensure its 
continuance. 


As a participant, Petro-Canada is 
helping to finance the engineering 
and economic studies that are 
necessary before preferred modes 
and routes can be identified. The 
Corporation's investment in 1976 of 
$7.0 million included payments 
required to equalize the Petro- 
Canada expenditures with those of 
the other participants. Petro- 
Canada’s involvement relates only to 
the feasibility studies of a Polar route 
and does not indicate a preference 
for a particular pipeline or mode of 
transportation. 


Petro-Canada’s participation entitles 
it to the right of equity investment in 
any transmission system eventually 
built or to a return of its investment if 
the project proceeds and Petro- 
Canada choses not to become an 
equity participant. Petro-Canada, and 
the other participants are entitled to 
share in the technical expertise 
developed by the ongoing research 
efforts of Polar Gas. 


Environmental and Social Concerns 


Petro-Canada, as a Federal Crown 
Corporation has a significant 
responsibility to be an industry leader 
in the environmental and social 
aspects of its activities. 


Shortly after the creation of Petro- 
Canada, a study was undertaken to 
develop the best means to deal with 
environmental and social concerns. 
Wide-ranging discussions were held 
with representatives of 


h 
[| 
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The major changes in Canada’s 
energy situation during the last three 
years have their roots largely in 
events external to Canada. Future 
Canadian energy policy must 
respond to international realities 
which Canada cannot control but in 
which it must participate. Of special 
importance is the increasing extent to 
which Canada must rely on foreign 
sources for its oil supply for at least 
the next several years. 


Thus, while Petro-Canada’s highest 
priority is to assist in increasing 
Canadian supply, it recognizes the 
international dimension of its 


environmental, academic, 
government and native groups. The 
major conclusion which emerged is 
that environmental and social impact 
assessments must be incorporated 
into every level of planning and day- 
to-day operations of Petro-Canada. 


Petro-Canada is committed to a 
management strategy in this 


area which decentralizes responsibilities 


to the operating levels and integrates 
policies and guidelines at the 
corporate level. To date, a group has 
been created which reports directly 
to the President and has two major 
functions. It assists all operating 
departments to identify their 
environmental and social 
responsibilities and to develop 
capabilities to meet them. This group 


nternational Relations 


mandate in relation to Canada’s 
prospective supply problems. 


Petro-Canada’s creation has been 
received with considerable interest at 
the international level. Many foreign 
governments and national energy 
corporations have made contact with 
Petro-Canada with a view to 
identifying activities which might be 
carried out cooperatively in support 
of the objectives of both Petro- 
Canada and themselves. 


These contacts have occurred with 
agencies of both producing and 
consuming countries. Probably the 
most important discussions in 1976 
were those with Petroleos de 
Venezuela and have led to the 
creation of a joint senior level 
committee. The opportunities for 


To 


is also responsible for providing 
policy advice, identifying key areas 
for further investigation, monitoring 
the activities of the operating 
departments, and representing Petro- 
Canada in many interactions with 
governmental and other 
organizations. 


joint efforts, particularly in fields of 
current technological concern, are 
being actively examined. 


In addition to advancing technical 
knowledge and capacities, 
relationships on the international 
level are intended to enhance 
Canada’s dealings with world oil 
Suppliers in pursuit of secure and 
economical supplies for Canada from 
the world oil community. 


Financial Revie 


The consolidated financial review 
covers the operations of Petro- 
Canada from commencement of 
operations on January 20, 1976 to 
December 31, 1976. The results of 
Petro-Canada Exploration Inc. have 
been incorporated from August 1, 
1976, the date of acquisition. 


Gross operating revenue of $31.5 
million was generated for 1976 
which, together with interest of $7.8 
million, resulted in total gross 
revenue of $39.3 million. Earnings 
before income taxes were $14.5 


W 


million. While sufficient deductions 
were available to eliminate current 
income taxes, full provision was 
made for deferred income taxes of 
$11.2 million, resulting in net 
earnings for the period of $3.3 
million. 


The acquisition by Petro-Canada of 
Petro-Canada Exploration Inc., by 
virtue of the Income Tax Act, 


rendered that subsidiary non-taxable. 


Since Petro-Canada is taxable, the 
necessary legislation, which would 
retroactively reinstate the taxability 
of Petro-Canada Exploration Inc., has 
been put before Parliament. 


Shares totalling $383.8 million were 


issued to the Government of Canada. 


Of this amount, $210.0 million was 
received in cash, while acquisition of 
the Government's interests in the 
Syncrude Project and in Panarctic 
Oils Ltd. accounted for $93.8 million 
and $80.0 million respectively. The 
Corporation obtained $240.0 million 
from the issuance of Income 
Debentures to a Canadian chartered 
bank. These proceeds were used to 
partially finance the acquisition of all 
the outstanding shares of Atlantic 
Richfield Canada Ltd. (now Petro- 
Canada Exploration Inc.) for $342.4 
million. Funds provided from 
operations were $23.8 million. 


At December 31, 1976, consolidated 
assets totalled approximately $713.9 
million, consisting of the 
Corporation's interests in the 
Syncrude Project ($170.4 million), 
Panarctic Oils Ltd. ($80.0 million), 
Polar Gas Project ($7.0 million), 
together with net fixed and other 
assets of $456.5 million relating 
mainly to oil and gas properties. 
Deductions of liabilities and deferred 
income taxes totalling $326.8 million 
resulted in shareholder's equity of 
$387.1 million at December 31, 
1976. Working capital at December 
31, 1976 was $11.1 million. 


As at December 31, 1976 


CURRENT ASSETS 


Cash:and short-term deposits.) .00..0 he 


Accounts receivable: = 2.20. os ee ee 


INVENTONICS 2 Se ee ee 


Portion. of long-term receivables due within one yeat.. ....-2.. 35.0.3) (6352 


Prepaid @Xp@NnseS 3.02 e eee ee 


INVESTMENT IN PANARCTIC OILS LTD. (Note 4) 


PROPERTY, PLANT AND EQUIPMENT, net (Note 5) 


OTHER ASSETS, at cost 


Polar-Gas Project. 2200.2. hi ee a 


Long-term receivables; nét..... (25. /..8)2) eee ee 


Work: performance deposits 25.5.0. soi ee 


On behalf of the Board 


MMi 


Director 


re 


Director 


"\ 


/ 


$ 33,886,000 
10,129,000 
2,625,000 
651,000 
474,000 


47,765,000 
80,000,000 


576,309,000 


7,020,000 
2,049,000 
807,000 


9,876,000 


$713,950,000 


" 


r © f ° e. c 
Belay itTiac 
[ laDIItlhes 


CURRENT LIABILITIES 


Semenov aniceand acenied HADIIIGS Gate ee as ear 6 ue LR oe e's ace $ 26,633,000 
Sie acc within, one year on income Debentures. 2 a... vos. a ec ke ep oem tn ee 10,000,000 
36,633,000 

eee EU EU REO ING(C, 6) rs is edo ofelmen Da, ch es ee ie oe Oa A ee le 240,000,000 
Bere eiDaninc UGeu iN Cliirentliabilitiese.. wot yuc) eee vee yoko ee Ske bos oe he 8 10,000,000 
230,000,000 

ee Oi SOc a ae ae nv ce Fe ED Sa Dewey eee se 60,184,000 


CAPITAL (Note 8) 
ere cas ane et ee ee ee eA eS OE oe Re a lew eek 158,800,000 
ROARING RSIS) el es ie a ech ee ee iat mg wi) b aoe din eh 225,000,000 


383,800,000 
eee UN ETO TeARINGIN Gi a0 fos ar ee ct Cee we on Se Se ee ee ee ee 3,333,000 


387,133,000 


COMMITMENTS (Note 9) 


$713,950,000 


From the date of commencement of operations, January 20, 1976, to December 31, 1976. 


REVENUE 
Operating revenue... 02. 5.6 ee 


Interest INGOMC.. 2 ef 


EXPENSES 


Operating: 36. | 


General-and administrative.:. 34... oe ,rt—“is 


Debreciation... 22.2 6 i ee 
Depletion v.03 2.2.22 a 
Amoruization.. 22.60 55 a 


EARNINGS BEFORE INCOME TAXES... 2. 0) le ee 


PROVISION FOR INCOME TAXES (Note 7) 
Deferred i is Se rt t:t—“i‘<“<‘iai‘ié“OéOCOCSCSC*SCSC*SC 


NET EARNINGS FOR PERIOD, BEING RETAINED 
EARNINGS AT END: OP PERIOD = 325g a 


$31,504,000 


7,835,000 


39,339,000 


5,541,000 
5,238,000 
5,157,000 
1,082,000 
7,226,000 


546,000 
24,790,000 


14,549,000 


11,633,000 


(417,000) 


11,216,000 


$ 3,333,000 


SOURCE OF FUNDS 
mT 2 Ogres ee ee ae ore a cl ee wg EEL Ko Das wk 


emerses Mat volving aly Outlay Ol TUNdSe. 5c. 2 fie. fogs Smee oe aon te eee ee ee Sa es 


RPO Ce Olt ODGIAUIONS 2) odes ne OF aoe a ec wees ae ewes fs bees wel ele 
me eS 1 OiN ISStiG Or ilic Ole: DE OENUINES O28 os 6k oe le, ok Mele Olde oe ee aks 
Sere OT ie SNCo OT Shales Ga te ee ce Sa ae ee 


APPLICATION OF FUNDS 
ie ee eens rope Didnt and equInMent oe 0 ob eh yce a) chide) ake heel ade pease pee ede 
ee eae ee CUS Cate dot ere ee apse oad Gu ane SEO ede APE E 
re) CUNGAS Ole eas ks Raw as Baad Cm ge ee lees 
Acquisition of subsidiary company 
Net assets acquired 


Pipe) Gane dnc CqUuIDMNeN sachs 2a 55s ku k Colusa Oe Beek ne oletwk $378,266,000 
Ge SCO Sa naam a ot ee ayy ree! AN creer Gs Ben Vee ee 14,963,000 
MNT SGU RG Cen es ete on eM nl ae ar i, Apel ae Rhee Sco: 2,450,000 

BrP GCat MULES steph i eae  e fee he Ct RE A ra Nay (4,688,000) 
Piet c CeMnCOnie taxes erty. Pen et ee Rn, Ae each gia en enue alae es (48,551,000) 
342,440,000 

ey Cre sO ADIL A mACQUITCC Sr ae retee Ne se ie Did ons ee Ge (10,275,000) 


Reduction of Income Debentures being principal 


Rie VR UAIRIRON Co ei ah) ests ret ees tayo Perce gle cer aaa MN Sie techs, biel Jala g kav e's me 


INCREASE IN WORKING CAPITAL FOR PERIOD, 
DEIN Ga VORKINGHOe Ar TALSAT ENDUOR PERIOD Me ain nate ae dea Oa Mercale eg sn einen a ee 


5. 37333,000 


20,487,000 


23,820,000 
240,000,000 


383,800,000 


647,620,000 


206,897,000 
80,000,000 
7,426,000 


332,165,000 


10,000,000 


636,488,000 


$-415132;000 


December 31, 1976 
(tabular amounts shown in thousands of dollars) 


(a) 


Basis of Consolidation 


The consolidated financial statements include the accounts of Petro-Canada (‘‘the Corporation’’) and its wholly 
owned subsidiary, Petro-Canada Exploration Inc., (formerly Atlantic Richfield Canada Ltd.). 


Inventories 
Inventories are valued at the lower of cost and net realizable value. 


Panarctic Oils Ltd. 


The Corporation accounts for its investment in Panarctic Oils Ltd. on the equity method. The activities of 
Panarctic Oils Ltd. are in the exploratory stage and all expenses less sundry income have been capitalized; the 
company is deemed not to have earned a profit or sustained a loss. 


Property, Plant and Equipment 


The Corporation follows the full cost method of accounting for oil and gas properties whereby all costs relating 
to the exploration for and development of oil and gas reserves are capitalized. Such costs include lease 
acquisition costs, geological and geophysical expenses, carrying charges of non-producing properties, costs of 
drilling both productive and non-productive wells and overhead expenses related to exploration activities. 


The costs incurred in Canada, except as noted below, are depleted on the unit of production method based on 
estimated proven oil and gas reserves. For purposes of calculating depletion, natural gas production and 
reserves are converted to equivalent barrels of crude oil based on the relative energy content of each 
commodity. In addition, separate cost centres have been established for each of the Frontier areas, presently 
comprising Mackenzie Delta/Beaufort Sea, Arctic Islands, Labrador Shelf and Scotian Shelf. Annual costs 
accumulated in these separate cost centres are amortized on a straight line basis over the period during which 
exploration activity in each area is expected to continue. Where exploration proves to be successful, 
amortization will be suspended and the unamortized balance of the cost centre will be depleted on the unit of 
production method when production commences. Where exploration proves to be unsuccessful and the cost 
centre is condemned or abandoned, the unamortized balance of that cost centre will be charged to earnings at 
that time. 

Bituminous Sands costs are accumulated in separate cost centres and will be depleted on the unit of production 
method when production commences. 


Depreciation of plant and production equipment directly associated with oil and gas activities is provided on 
the unit of production method. 


Depreciation of other property and equipment is provided on the straight line method at rates varying from 5% 
to 25%, designed to amortize the cost of the assets over their estimated useful lives. 


Polar Gas Project 


The Corporation is deferring costs relating to its participation in the Polar Gas Project. These costs presently 
consist of feasibility studies relating to a gas transmission system from the Arctic Islands to Eastern Canada. 
Under the participation agreement, subject to the project's feasibility and approval by the necessary regulatory 
bodies, the participants shall be entitled to have the costs they have incurred treated as an equity investment in 
a company incorporated to construct and operate the transmission facilities, or be reimbursed out of any 
financing of such company. In the event the project does not proceed, costs will be charged to earnings at that 
time. 


Income Taxes 


The Corporation makes full provision for income taxes deferred as the result of claiming tax depreciation and 
exploration and development costs which exceed the related amounts charged to expense in the financial 
statements (Note 7). 


| I la ( >) r r) Cc , 1 2) + nN 

The Corporation was incorporated pursuant to an Act of the Parliament of Canada which received Royal Assent on 
July 30, 1975. The inaugural meeting of the Board of Directors was held on January 20, 1976 after which operations 
commenced. 
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Effective August 1, 1976 the Corporation acquired, for a cash consideration of $342,440,000, all of the issued shares 
of Atlantic Richfield Canada Ltd. (now Petro-Canada Exploration Inc.), a company involved in the exploration for 
and production of oil and gas in Canada. The Corporation's consolidated earnings include the earnings of the 
subsidiary company since August 1, 1976. Details of the acquisition, which has been accounted for by the purchase 
method, are as follows: 


Peer vole Oo eccuired asses. 8 6 $179,944 
Doe Walle Or assuimedianiities: 53239 
126,705 
Excess of assigned value over book value of acquired net assets 
Pe oleum did natural 24S DrOpernes 2 6... 3 $208,972 
Bltunmaous Sands eases 22 i 6,763 2157235 
ee aCOUI00 a ee ee $342,440 


The excess of assigned value over book value of acquired net assets is subject to the accounting policies outlined in 
Note 1 (d). 


a8 | _ | ee i f 
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During the period the Corporation acquired the investment of the Government of Canada in Panarctic Oils Ltd. 
which consisted of: 


Common shares (representing 45% of 


Pie tesviec: and tully Dale common sncies):.) 66.6 i ee $78,131 
7G e772 Wane sOvanee a i i ne Pe 1,869 


$80,000 


The common shares of Panarctic Oils Ltd. are not traded on the open market and therefore do not have a quoted 
market value. 


Accumulated 
Depreciation, 
Depletion and 


Cost Amortization Net 

Oil and gas properties 
—Non-frontiet areas <= a $330,116 $7,226 $322,890 
-—— FrontiehareaS-..5. <-> 27,984 546 27.438 
Plant and production eqWipMent. .. ao a 42,503 932 41,571 
Bituminous Sands 
— Construction in progress 

(Syncrude Project and related leases)... 1.2.2... 170,405 — 170,405 
— Other bituminous sands 

Leases and expenditures thereon 2... 2.22.05. 40.0.. 6 | 10,254 — 10,254 
Other property and equipment .¢7. 24... 3,901 150 3,751 


$585,163 $8,854 $576,309 


The composition of the amounts accumulated in respect of depreciation, depletion and amortization is as follows: 


Depreciation... 26.4 se $1,082 
Depletion: 20 eee a 7226 
Amortization... oe ee 546 

$8,854 


On August 4, 1976 the Corporation issued an Income Debenture to a Canadian chartered bank in the amount of 
$240 million, due on February 1, 1977 and bearing interest at approximately 52% of that bank’s prime lending rate, 
as announced from time to time. No deduction is allowed under the Income Tax Act for interest expense related to 
the Income Debenture (Note 7). Subsequent to December 31, 1976 the Corporation repaid the Income Debenture 
from funds obtained by issuing Bank Income Debentures in the amount of $240 million to the same bank and under 
similar terms. 


While the Bank Income Debentures are not secured by any charge against the assets of the Corporation, there are 
certain restrictions with respect to the disposition or encumbrance of the investment by the Corporation in its 
subsidiary company. 


The Bank Income Debentures bear maturity dates from December 31, 1977 to December 31, 1983 and require 
repayments in each of the next five years as follows: 


1977 - $10 million, 1978 - $20 million, 1979 - $30 million, 1980 - $40 million, 1981 - $50 million. 


~] 
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The provision for income taxes of $11,216,000 differs from the result which would be obtained by applying the 
combined Canadian Federal and Provincial income tax rate of 47% to the earnings before income taxes of 
$14,549,000. This difference results from the following items: 


Percentage of 
earnings before 


Amount income taxes 
ier expected lax EXPeNnse oti Gigs ot se i gs Foe thee es $ 6,838 47.0% 
Increase (decrease) in taxes resulting from: 
Royalties and other payments 
Pe FOC lal AGOVEININE NS cn eels ea he ah be ee ee wed aed 9,462 65.0 
Rettind of taxes under Provincial rebate plans... ...:......0..--..0. eee cess (1,126) (7.7) 
tax depletion on Canadian production income .........0....0.. 06006 e ec cee ee (3,402) (23.4) 
Retsil eoOW ANCE eo Scr ae eg ei a, ee (5,060) (34.8) 
Non-deductible interest on Income 
EN SN ONG) Bene ae a aya OW eis cles gain tee avian Poe. 2,424 Tor 
Amortization of excess of assigned value over book value 
of assets acquired on purchase of subsidiary company (Note 3).............. 2,080 14.3 


Sema PEN SIICOIIC TAX GS oo ne eee lee eer te ee ee heh ee be kn $11,216 71.1% 


The wholly owned subsidiary, Petro-Canada Exploration Inc. (formerly Atlantic Richfield Canada Ltd.) is not subject 
to income tax pursuant to Section 149 (1) (d) of the Income Tax Act. The Government of Canada has proposed 
legislation excluding Petro-Canada Exploration Inc. from the exemption from taxation provided under the Income 
Tax Act. Income taxes have been provided based upon the proposed legislation. 


Authorized: 

The initial authorized capital of the Corporation was $500 million divided into 100 common shares of the par value 
of $5 million each. This was increased to 116 common shares on the acquisition of the capital stock of Panarctic Oils 
Ltd. 


Pursuant to the Petro-Canada Act, and subject to certain conditions and limitations as to the aggregate amount, the 
authorized capital of the Corporation is increased by the issue of preferred shares. Accordingly, at any time, the 
authorized and issued preferred shares are identical. At December 31, 1976, 158,799,853 preferred shares of the par 
value of $1 each had been issued. Such preferred shares, which are redeemable at par at the option of the 
Corporation, carry no stated rate of dividend and are non-cumulative. 


Issued: 


Common shares 


Number of 
Shares Consideration 
Issued during the period to the Government of Canada 
Be sae eee arid ego ed ako em IRE ahd ted sas hala mee Wy 29 $145,000 
In consideration for the acquisition of the investment and obligations 
of the Government of Canada in Panarctic Oils Ltd. .............-.... 16 80,000 


45 $225,000 


Preferred shares Number of 


Shares Consideration 
Issued during the period to the Government of Canada 
For cash 2.25 Sete, a 65,000,000 $ 65,000 
In consideration for the acquisition of the interests of 
the Government of Canada in the Syncrude Project............3...... 93,799,855 93,800 


158,799,853 $158,800 


In addition to commitments incurred in normal exploration activities, the Corporation has the following 

undertakings: 

(a) The Corporation is a participant in a project operated by Syncrude Canada Ltd. to produce synthetic crude oil 
from the Athabasca Oil Sands. The project is expected to be completed in 1978 at an estimated cost of $2.1 
billion. The Corporation’s 15% interest will require a total commitment of $315 million of which $170 million 
had been expended to December 31, 1976. 

(b) The Corporation is committed to expenditures of approximately $22 million in connection with the 1977/1978 
financing of Panarctic Oils Ltd. 


Aggregate direct remuneration paid or payable in 1976 by the Corporation to the Corporation’s directors and 
officers amounted to $34,000 and $308,000 respectively. During the period there was a total of ten directors 
and ten officers, of whom three served in both capacities. 


The Corporation is subject to the Anti-Inflation Act which provides, as from October 14, 1975, a restraint on profit 
margins and compensation to employees. 


To The Honorable Alastair W. Gillespie, P.C., M.P. 
Minister of Energy, Mines and Resources 

House of Commons 

Ottawa, Canada 


We have examined the consolidated balance sheet of Petro-Canada as at December 31, 1976 and the consolidated 
statements of earnings and retained earnings and changes in financial position for the period from the date of 
commencement of operations, January 20, 1976 to December 31, 1976. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other procedures as we considered 
necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the corporation as at 
December 31, 1976 and the results of its operations and the changes in its financial position for the period then ended in 
accordance with generally accepted accounting principles applied on a consistent basis. 


We further report as required by Section 77(1) of the Financial Administration Act, that, in our opinion, proper books of 
account have been kept by the corporation and the transactions that have come under our notice have been within the 
powers of the corporation. 


Calgary, Canada feat, WManeveck MeleALll AL. 


March 1, 1977 Chartered Accountants 
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